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Federal Communications Commission § 32.27

accordance with the rules presented in
§ 32.27, Transactions with Affiliates. In
the separate set of books, carriers may
establish whatever detail they deem
appropriate beyond what is necessary
to provide this Commission with the
information required in §§ 32.1406 and
32.7990.

(c) When a nonregulated activity
does involve the common or joint use
of assets and resources in the provision
of regulated and nonregulated products
and services, carriers shall account for
these activities within accounts pre-
scribed in this system for telephone
company operations. Assets and ex-
penses shall be subdivided in subsidiary
records among amounts solely assign-
able to nonregulated activities,
amounts solely assignable to regulated
activities, and amounts related to as-
sets and expenses incurred jointly or in
common, which will be allocated be-
tween regulated and nonregulated ac-
tivities. Carriers shall submit reports
identifying regulated and nonregulated
amounts in the manner and at the
times prescribed by this Commission.
Nonregulated revenue items not pro-
vided for elsewhere in this system of
accounts and not qualifying for inci-
dental treatment as provided in
§ 32.4999(1), shall be recorded in sepa-
rate subsidiary record categories of Ac-
count 5280, Nonregulated operating rev-
enue. Amounts assigned or allocated to
regulated products or services shall be
subject to part 36 of this chapter.

[52 FR 6560, Mar. 4, 1987, as amended at 53 FR
49322, Dec. 7, 1988; 59 FR 46930, Sept. 13, 1994]

§ 32.24 Compensated absences.
(a) Companies shall record a liability

and charge the appropriate expense ac-
counts for compensated absences (vaca-
tions, sick leave, etc.) in the year in
which these benefits are earned by em-
ployees.

(b) With respect to the liability that
exists for compensated absences which
is not yet recorded on the books as of
the effective date of this part, the li-
ability shall be recorded in Account
4120, Other Accrued Liabilities, with a
corresponding entry to Account 1439,
Deferred Charges. This deferred charge
shall be amortized on a straight line
basis over a period of ten years.

(c) Records shall be maintained so as
to show that no more than ten percent
of the deferred charge is being amor-
tized each year.

§ 32.25 Unusual items and contingent
liabilities.

Extraordinary items, prior period ad-
justments and contingent liabilities
shall be submitted to this Commission
for review before being recorded in the
company’s books of account. The mate-
riality of corrections of errors in prior
periods shall be measured in relation to
the summary account level used for re-
porting purposes for Class A carriers,
or in relation to total operating reve-
nues or total operating expenses for
Class B carriers. For Class A carriers,
no correction in excess of one percent
of the aggregate summary account dol-
lars or one million dollars, whichever
is higher, may be recorded in current
operating accounts without prior ap-
proval. For Class B carriers, no correc-
tion which exceeds one percent of total
operating revenues or one percent of
total operating expenses, depending on
the nature of the item, may be re-
corded in current operating accounts
without prior approval.

[52 FR 43917, Nov. 17, 1987]

§ 32.26 Materiality.
Companies shall follow this system of

accounts in recording all financial and
statistical data irrespective of an indi-
vidual item’s materiality under GAAP,
unless a waiver has been granted under
the provisions of § 32.18 of this subpart
to do otherwise.

§ 32.27 Transactions with affiliates.
(a) Unless otherwise approved by the

Chief, Common Carrier Bureau, trans-
actions with affiliates involving asset
transfers into or out of the regulated
accounts shall be recorded by the car-
rier in its regulated accounts as pro-
vided in paragraphs (b) through (f) of
this section.

(b) Charges for assets purchased by or
transferred to the regulated telephone
activity of a carrier from affiliates
shall be recorded in the operating ac-
counts of the regulated activity at the
invoice price if that price is deter-
mined by a prevailing price held out to
the general public in the normal course
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